
OFFICIAL 

Variation of Performance Improvement Order 
made to Kiama Municipal Council 

under section 438A(6A) of the Local Government Act 1993 (NSW) 

I, the Honourable Ron Hoenig MP, Minister for Local Government, vary the Performance Improvement 
Order dated 8 November 2022 issued to Kiama Municipal Council as varied by the Performance 
Improvement Order Variation dated 23 May 2024, under section 438A(6A) of the Local Government Act 
1993 in accordance with the terms set out in this Order (Variation Order). 

This Variation Order takes effect upon service of this Variation Order on the Kiama Municipal Council. 

Dated this "?fJ day of ,S-,tl/t\.P 2026 

... 

The Hon. Ron Hoenig, MP 
Minister for Local Govern 
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Schedule 1 - Reasons to vary Order (section 438A(3)(a)) 

I, the Minister for Local Government, specify the reasons why this Variation Order has been issued: 

1. While Kiama Municipal Council (Council) has made some progress under the Performance 
Improvement Order dated 8 November 2022 as varied by the Performance Improvement Order 
Variation dated 23 May 2024, further action is required to improve and secure the Council's 
long-term financial sustainability and operational performance. 

2. The Council has demonstrated improvements in a number of areas, including: 

(a) improved timeliness and quality of financial reporting; 
(b) completion of the transfer of Blue Haven Bonaira; and 
(c) progress against several actions under the Finance and Governance Improvement Plan. 

3. Despite these improvements, the Council continues to face significant financial and operational 
challenges, including: 

(a) forecast operating deficits in the absence of corrective action; 
(b) limited unrestricted cash reserves; 
(c) the need to align recurring income with recurring expenditure; 
(d) unresolved asset management and fire safety liabilities associated with Blue Haven 

Terralong Village; 
(e) the need to prioritise budget repair measures in an orderly and sustainable manner; and 
(f) the need for continued monitoring of savings initiatives, service reviews and overall 

financial performance. 

4. Given the ongoing financial and operational risks facing the Council, it is necessary that 
variations are made to the required actions to ensure that these risks are appropriately managed 
and addressed. 

5. This Variation Order is necessary to promote sound financial management, strengthen 
governance, and provide the community with confidence that the Council is taking effective and 
sustained action to restore and maintain its financial sustainability and operational performance. 

6. Through this further round of improvements the Council will be able to demonstrate that it can 
function without the need for a Financial Controller. However, should Council be unable to meet 
the expectations of the Variation Order, includ ing the need to seek a further extension to manage 
financial sustainability, a Financial Controller will be one of the options to be considered by the 
Minister. 

7. Council's contemplation of the outsourcing of domestic waste services to create a relatively minor 
amount of savings do not justify the long-term loss of value to the Kia ma community if the service 
is outsourced . 
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Schedule 2 - Variation to Actions Required to Improve Performance 

The Performance Improvement Order dated 8 November 2022 as varied by the Performance Improvement 
Order Variation dated 23 May 2024 is varied as follows: 

[1] Schedule 2 - Omit Schedule 2, Parts A and B in the PIO Variation dated 23 May 2024. 

Insert instead: 

Schedule 2 - Action required to improve performance - section 438A(3)(b) 

1. I require the Council to: 
(a) under section 438A of the Act, undertake the actions in Schedule 2, Part A, Band D within the 

timeframes specified to improve the performance of the Council; and 
(b) under section 438F, provide written compliance reports within the timeframe specified in 

Schedule 2, Part D, clause 13. 

Part A - Council's Financial Management 

2. By 30 June 2027, Council must adopt an operational plan and annual budget for FY2027/28 that 
demonstrates an operating position at or above break even before capital grants and contributions and 
excludes reliance on proceeds from asset sales. 

3. Within 90 days from commencement of this Variation Order, Council must update the Finance and 
Governance Improvement Plan to include a strategy to increase cash balances, that are externally 
unrestricted, to a level sufficient to: 

(a) maintain liquidity for ordinary operations; 
(b) manage reasonably foreseeable unplanned expenditure; and 
(c) reduce reliance on unplanned asset sales or short-term borrowing. 

The strategy must include: 
(d) annual unrestricted cash balance targets for FY2026/27 and FY2027/28; 
(e) actions to achieve those targets; and 
(f) quarterly monitoring and reporting against those targets. 

4. Within 90 days from commencement of this Variation Order, Council must update the Finance and 
Governance Improvement Plan to set out the actions it will take over the next two budgets (FY 2026/27 
and FY 2027/28) to break the practice of adopting deficit operating budgets without relying on 
unplanned asset sales. 

5. Council must implement a staged budget improvement program that prioritises lower impact efficiency 
measures and discretionary savings to address the $7 million gap in expenditure and revenue before 
Level 3 staffing restructure measures identified in the 7 April 2026 Business Papers are considered. 
For that purpose, Council must: 

(a) before 30 June 2027, provide evidence of implementation of all feasible Level 1 Budget 
Control Improvement measures identified in Council's business papers dated 7 April 2026 
(Business Papers); 

(b) before 30 June 2027, provide evidence of implementation of all feasible Level 2 
Discretionary Services measures identified in the Business Papers, subject to any required 
consultation processes; 

(c) before 30 June 2027 provide the Office of Local Government a report on the savings being 
implemented under paragraphs (a) and (b), including realised recurrent savings, one off 
savings and any savings not achieved; and 
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(d) not implement Level 3 staffing restructure measures identified in the Business Papers, 
including the removal of occupied positions from the organisational structure or involuntary 
redundancies, until at least 60 days after: 
i. the report required under paragraph ( c) has been provided to the Office of Local 

Government; and 
ii . the Council has provided written notice to the Office of Local Government of its intention 

to implement Level 3 staffing restructure measures identified in the Business Papers, 
including consideration of the following matters: 

(a) the business rationale; 
(b) estimated savings; 
(c) consultation undertaken; 
(d) legal and industrial risk assessment; and 
(e) alternatives considered to achieve savings without Level 3 staffing restructure 

measures, including natural attrition, redeployment and management of vacant 
positions. 

6. Revenue Improvement Strategy 

(a) Within 90 days from commencement of this Variation Order, Council must prepare and place 
on public exhibition, a draft Revenue Improvement Strategy identifying lawful recurring revenue 
opportunities including fees, charges, commercial returns, grants optimisation and any special 
variation or rate review options. 

(b) Within 120 days from commencement of this Variation Order, Council must take into account 
any submissions made and adopt the final Revenue Improvement Strategy. 

7. Within 60 days from commencement of this Variation Order, Council must update the Finance and 
Governance Improvement Plan to include: 

(a) all remaining actions outstanding under the Order; 
(b) responsible officers; 
(c) milestone dates; 
(d) quarterly status indicators; and 
(e) forecast financial benefit, where relevant. 

Part B - Blue Haven Terralong Village and strategic assets 

8. Within 90 days from commencement of this Variation Order, Council must prepare and provide to the 
Office of Local Government, at the time it is presented to councillors, the outline and timeframe for 
preparation of an independent business case for the future of Blue Haven Terralong Village identifying 
the most sustainable long term operating model addressing: 

(a) retention of the facility as an ongoing concern, including a defined funding plan, 
(b) lease, partnership or joint venture options, 
(c) whether divestment or disposal options are appropriate, 
(d) capital upgrade costs, 
(e) fire safety compliance requirements, 
(f) projected financial impacts over 10 years, 
(g) risks associated with each option, and 
(h) a recommended preferred option and implementation pathway. 

9. Within 60 days from commencement of this Variation Order, Council must prepare a funded works 
program to address all critical fire safety compliance issues at Blue Haven Terralong Village and 
commence implementation immediately thereafter. 
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10. Strategic Asset Review 

(a) Within 90 days from commencement of this Variation Order, Council must provide Office of 
Local Government with a Strategic Asset Review identifying: 

i. all non-core property holdings; 
ii. estimated market value; 
iii. holding costs; 
iv. redevelopment or disposal constraints; and 
v. recommended actions and indicative timeframes. 

(b) Within 120 days from commencement of this Variation Order, Council must take into account 
any submissions made and adopt the final Strategic Asset Review. 

[2] Schedule 2 - Insert new part D after "Part C - Council 's Financial Accounting and Management 
Systems" of the PIO Variation dated 23 May 2024 as follows: 

Part D - Governance, organisational efficiency and reporting 

11. The outsourcing of domestic waste collection services is prohibited throughout the duration of the 
Variation Order excluding those arrangements currently in place. 

12. From the commencement of this Variation Order, Council must provide monthly reports to the Office of 
Local Government within 15 days of the end of each month setting out: 

(a) cash, investments and reserves including restricted external, restricted internal and 
unrestricted balances, 

(b) year to date operating result compared with budget, 
(c) original annual budget compared with projected year end result, 
(d) progress on savings initiatives, and 
(e) any emerging financial risks. 

13. From commencement of this Variation Order, Council must provide quarterly reports within 15 days 
after the end of each quarter (being 30 September, 31 December, 31 March and 30 June) on the status 
of implementation of all actions in this Order, including completed actions, actions in progress, overdue 
actions, delays together with applicable reasons, risks and corrective actions. 

Note - For the avoidance of doubt, all other provisions, including remain unchanged and continue in full 
force and effect to the extent they remain applicable and operative. 

Note - A reference to a 'day' in this Variation Order is to a calendar day. 

OFFICIAL 

5 


